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PRIMESTAR Partners L.P. ("pRIMESTAR"), by its

attorneys, hereby replies to the comments filed in the

above-captioned proceeding. Specifically, PRIMESTAR

addresses the comments filed by DIRECTV, Inc. (IIDIRECTV"),

which suggest that the public's interest in a competitive

marketplace would best be served should the Commission

decide to foreclose PRIMESTAR's entry into the direct

broadcast satellite (IIDBS") arena, a playing field which

DIRECTV has had almost entirely to itself for the past year.

As will be fully demonstrated below, in light of its

interest in protecting its enviable market position, what

DIRECTV really seeks is to forestall the advent of

effective competition in the DBS arena, a result which will

deprive consumers of choice and significantly lessen the

chances that the DBS service will continue to evolve into a

fully competitive alternative means of delivering video

programming.
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The comments filed in this proceeding by and large

indicate that, over the past year, the direct broadcast

satellite ("DBS") service has demonstrated its

attractiveness to consumers and its viability as an

alternative multichannel video programming distributor

("MVPD"). Based on the projections offered by the

commenters, DBS has and will continue to playa major role

in creating a competitive marketplace for video programming

delivery. Whether or not the DBS service will develop to

its fullest potential turns on critical decisions the

Commission will soon make, decisions which will inevitably

affect the competitive makeup of the DBS arena.

DBS permittees have long struggled to make the DBS

service a viable one. To date, only one DBS permittee,

Hughes Electronics Corporation ("Hughes") has successfully

launched satellites and initiated program service. Hughes'

subsidiary, DIRECTV, has essentially had the DBS service to

itself since launching its first satellite in 1994. 1

As DIRECTV suggests, "the question at this point of the

assessment of MVPD competition is whether the Commission

will allow DBS to continue its evolution into a formidable

and competitive MVPD." DIRECTV Comments at 2. Contrary to

DIRECTV's assertions, however, the evolution toward a

competitive DBS marketplace will best be accomplished

through PRIMESTAR's entry into the DBS arena.

A second DBS programming service, which is complementary to
DIRECTV, is offered by United States Satellite Broadcasting
("USSB") using the same Hughes satellite.
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PRIMESTAR is an experienced provider of direct-to-home

("DTH") satellite video services. It has offered consumers

DTH service using medium-power Ku-band satellites since

1991. As it stated in its initial comments, however,

PRIMESTAR's ability to continue to compete fully as a DTH

provider is largely contingent on its ability to migrate

from its existing Ku-band satellite, which will expire in

1996, to DBS satellites. PRIMESTAR has made arrangements

with Advanced Communications Corporation ("Advanced") and

Tempo DBS ("Tempo") to begin providing DBS service using

frequencies and orbital slots assigned to Advanced in 1996.

Once on the high-powered satellites, PRIMESTAR will be able

to offer up to 200 channels using IS-inch diameter antennas.

Its plans were disrupted, however, by the recent FCC

International Bureau decision cancelling the authorization

for the satellite system PRIMESTAR proposed to use to

deliver service to its subscribers. 2 Applications for

review of that decision are currently pending before the

full Commission.

DIRECTV has chosen this proceeding as a forum to

grandstand about its opposition to PRIMESTAR's entry into

the DBS arena, attempting to cast the Advanced/Tempo/

PRIMESTAR arrangement in a negative light. As it has in its

pleadings filed in the Advanced proceeding, PRIMESTAR

reiterates that DIRECTV's position is self-serving and

Advanced Communications Corporation, DA 95-944 (released
April 27, 1995).
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lacking in merit. Should the Commission uphold the

International Bureau's decision, there will be a years long

delay in initiating competitive DBS service while

frequencies are reallocated and satellites are constructed.

Such a delay inures to the benefit of DIRECTV, as delay will

ensure that the current DBS operators reap higher profits

and increase their market share.

It is germane to this proceeding that PRIMESTAR's

proposed entry into the DBS arena represents the only chance

for a competitive DBS marketplace near-term. It is only in

the context of a competitive marketplace that DBS providers

will be forced to evolve, exploring new technologies,

customizing service offerings to consumers' tastes and

establishing competitive prices. While DBS holds the

promise of becoming a worthy competitor, it has not evolved

to the point where it is consistently perceived as consumer­

friendly, affordable, and accessible. To date, in opting

for DBS as an alternative means of receiving multichannel

video programming, consumers are faced with a single choice

-- they must make the substantial commitment to purchase

expensive equipment and deal with an assortment of different

vendors for programming and service. PRIMESTAR's DBS

package would offer subscribers the use of all equipment,

high-quality entertainment programming delivered digitally

for laser-disc quality picture and CD-quality sound, as well

as ongoing maintenance and service starting at about $1.00
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per day -- allowing consumers to choose between two

distinctive DBS services.

In its comments, DIRECTV suggests that, because it

believes PRIMESTAR lacks the incentive to be a fully

competitive DBS provider, the Commission should keep

PRIMESTAR out of the DBS marketplace. DIRECTV Comments at

4. Under the guise of safeguarding the public's interest

in a competitive marketplace, DIRECTV's transparent

arguments are actually aimed at preventing competition in

DBS. If DIRECTV believed that PRIMESTAR would be a

competitor in name only, DIRECTV would welcome PRIMESTAR's

entry into the DBS arena and anticipate continuation of its

dominant status. It follows that DIRECTV should be

PRIMESTAR's most ardent supporter, not its most vocal

adversary. In truth, DIRECTV seeks to impede the advent of

competition from a well-financed, experienced provider of

DTH service whose attractive equipment/program/service

package will offer consumers a choice.

PRIMESTAR's ties to cable create no underlying

incentive for PRIMESTAR to suppress competition, as DIRECTV

suggests. DIRECTV Comments at 4. As PRIMESTAR has

documented fully in the Advanced proceeding, it makes little

sense for PRIMESTAR's partners to spend over $1 billion to

implement its DBS system and them jeopardize their

investment by failing to compete aggressively as a DBS

provider.
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As has been fully explored in the Advanced

proceeding, both Congress and the Commission have explicitly

rejected the need for cable/DBS cross ownership rules.

Moreover, the Commission has acknowledged that cable

operators could well bring capital, expertise, and the

acceleration of DBS service to the public. Finally,

adequate protection against the likelihood of any

anticompetitive behavior resulting from the Advanced/Tempo/

PRIMESTAR arrangement has been provided for in the

conditions attached to Tempo's DBS license and in the

PRIMESTAR consent decrees.

As PRIMESTAR stated in its initial comments, the

American public wants interesting and diversified

programming, delivered with excellent technical quality, and

backed by responsive service organizations. PRIMESTAR

successfully matches consumer demands. With the opportunity

to become fully competitive through the use of the proposed

DBS satellites, PRIMESTAR will be ready to playa

significant role in the competitive video distribution

marketplace. The Commission should disregard DIRECTV's
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hollow rhetoric, and allow PRIMESTAR to pursue that role.

Respectfully submitted,

PRIMBSTAR PARTNERS L.P.

By:

RSm> SMITH SHAW &: McCLAY
1301 K Street, N.W.
Suite 1100 - East Tower
Washington, D.C. 20005-3317
(202) 414-9200

Its Attorneys

July 25, 1995
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CERTIFICATE OF SERVICE

I, Jette Ward, a secretary with the law firm of Reed Smith

Shaw & McClay hereby certify that on this 25th day of July, 1995,

I caused copies of the foregoing "REPLY COMMENTS OF PRIMESTAR

PARTNERS L.P." to be delivered, via first-class mail, postage

prepaid, to the following:

Daniel L. Brenner
Neal M. Goldberg
Loretta P. Polk
1724 Massachusetts Avenue, N.W.
Washington, D.C. 20036
Counsel for the National Cable Television

Association, Inc.

Michael H. Hammer
Francis M. Buono
Michael G. Jones
Willkie Farr & Gallagher
Three Lafayette Centre
1155 21st Street, N.W.
Suite 600
Washington, D.C. 20036-3384
Counsel for General Instrument Corporation

Burt A. Braverman
John C. Dodge
Cole, Raywid & Braverman, L.L.P.
1919 Pennsylvania Avenue, N.W.
Suite 200
Washington, D.C. 20006
Counsel for James Cable Partners, L.P.

Gerald Stevens-Kittner
Paula Argento
Arter & Hadden
1801 K Street, N.W.
Suite 400K
Washington, D.C. 20006
Counsel for CAl Wireless Systems, Inc.
Counsel for Heartland Wireless Communications, Inc.



Henry Goldberg
W. Kenneth Ferree
Goldberg, Godles, Wiener & Wright
1229 Nineteenth Street, N.W.
Washington, D.C. 20036
Counsel for OPTEL, Inc.

Barry S. Abrams
Campbell L. Ayling
Robert A. Lewis
1111 Westchester Avenue
White Plains, NY 10604
Counsel for NYNEX

John B. Richards
John Reardon
Keller and Heckman
1001 G Street, N.W.
Suite 500 West
Washington, D.C. 20001
Counsel for The National Rural Telecommunications

Cooperative

Mark Melnick
Group W Satellite Communications
250 Harbor Drive
Stamford, CT 06904-2210

Stephen A. Hildebrandt
Westinghouse Broadcasting Company
1025 Connecticut Avenue, N.W.
Suite 506
Washington, D.C. 20036-5405

Andrew R. Paul
Satellite Broadcasting and Communications

Association
225 Reinekers Lane, Suite 600
Alexandria, VA 22314

Michael L. Pandzik
National Cable Television Cooperative, Inc.

David J. Gudino
1850 M Street, N.W.
Suite 1200
Washington, D.C. 20036
Counsel for GTE Service Corporation
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Bonnie J.K. Richardson
Motion Picture Association of America, Inc.
1600 Eye Street, N.W.
Washington, D.C. 20006

David Cosson
L. Marie Guillory
2626 Pennsylvania Avenue, N.W.
Washington, D.C. 20037
Counsel for National Telephone Cooperative

Association

N.W.

20005
Fans United/Virginia
Cable Choice

Samuel A. Simon
901 15th Street,
Suite 230
Washington, D.C.
Counsel for METS

Consumers for

Lawrence W. Secrest
Peter D. Ross
Wayne D. Johnson
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006
Counsel for Viacom, Inc.
Counsel for Lifetime Television

Paul J. Sinderbrand
William W. Huber
Sinderbrand & Alexander
888 Sixteenth Street, N.W.
Fifth F.loor
Washington, D.C. 20006-4103
Counsel for the Wireless Cable Association

International, Inc.

Henry M. Rivera
Jay S. Newman
Ginsburg, Feldman and Bress
1250 Connecticut Avenue, N.W.
Washington, D.C. 20036
Counsel for Liberty Cable, Inc.

M. Robert Sutherland
Michael A. Tanner
Theodore R. Kingsley
Bell South Telecommunications, Inc.
675 W. Peachtree Street, N.E.
Southern Bell Center
Suite 4300
Atlanta, GA 30375



Betsy L. Anderson
1320 N. Court House Road
Arlington, VA 22201
Counsel for Bell Atlantic

Frank M. Sahlman, Sr.
President
Vermont Wireless Coop
5 Fairground Road
East Corinth, VT 05040

Peter O. Price
Chairman
Video Dialtone Association
575 Madison Avenue
3rd Floor
New York, NY 10022

Edwin M. Durson
Michael J. Pierce
ESPN, Inc.
ESPN Plaza
Bristol, CT 06010-7454

Robert M. Lynch
Paula J. Fulks
SBC Communications, Inc.
175 E. Houston
Room 1212
San Antonio, TX 78205

Stuart W. Gold
Cravath, Swaine & Moore
Worldwide Plaza
825 Eighth Avenue
New York, NY 10019
Counsel for Time Warner Cable

David R. Charles
Chairman & C.E.O.
Satellite Receivers, Ltd.
1740 Cofrin Drive
Green Bay, WI 54302

Gary M. Epstein
James H. Barker
Latham & Watkins
Suite 1300
1001 Pennsylvania Avenue, N.W.
Washington, D.C. 20004
Counsel for DIRECTV
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Benjamin J. Griffin
Reed Smith Shaw & McClay
1301 K Street, N.W.
Suite 1100 - East Tower
Washington, D.C. 20005
Counsel for Viewer's Choice
Counsel for Home Box Office
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